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Decline in Brazilian Exchange Auction Premiums 


The premiums paid for foreign exchange certificates 
at the regular commercial auctions in Brazil have de- 
clined 1956. 


Under the Brazilian exchange system, foreign exchange 


generally and continuously since May 
for imports of all but a few essential goods, such as 
petroleum products, wheat, newsprint, and certain agri- 
cultural materials, are purchased through competitive 
bidding at premiums over the official rate of Cr$18.82 
per dollar. Each currency is sold individually and the 
quotas offered, which vary from time to time, are fixed 
by the Bank of Brazil in line with the availability of 


various currencies. 


The substantial decline since May in the premiums, 
which are considerably higher than the official exchange 
rate, has already led to reports of a reduction in prices 
of pharmaceuticals, nonferrous metals, and other prod- 
ucts. At the auctions held in Rio de Janeiro, the weighted 


averages of premiums paid for exchange certificates in 


Gold Price Movements 


The threat of the extension of hostilities has had the 
traditional effect of stimulating gold hoarding. This has 
led, however, to only a small rise in the market premium 
for gold. The price of gold has risen considerably in the 
Far East and the Middle East, which have been temporar- 
ily cut off from their normal sources of supply. In 
Western markets, the U.S. dollar equivalent price was 
$35.08 per fine ounce in early November, but subse- 
quently declined to close to parity. Most gold producers 
now have the right to sell in the open market, and 
naturally do so whenever such sales are advantageous, 
while some central banks are also regular operators in 
the free gold market. It would therefore need a tremen- 
dous expansion in hoarding demand to create any sub- 


stantial premium over the dollar parity in the free market. 


In the first week of November, the premium on sov- 
ereigns widened in continental markets to 27 per cent 
over parity. There was a tendency, however, for this 
premium to fall, and by November 9 the Paris price of 
gold in the form of kilo bars had dropped back to the 
level prevailing before the outbreak of fighting between 
Israel and Egypt. 


Source: The Economist, London, England, November 10, 
1956. 


the five categories into which import commodities are 
divided have been as follows: 

Other Agreement 
ACL Dollar Dollars 
Cr$110.78 Cr$56.29 
116.02 62.26 
112.79 56.74 
94.55 53.51 
89.07 59.78 
76.69 43.27 
72.30 1.2.04 


1956 U.S. Dollar 
April Cr$126.18 
May 126.38 
June 116.99 
July 95.97 
August 88.98 
September 80.99 


October, Ist week 76.10 


The decline in the average premiums has resulted from 


increased 


offerings of exchange at the commercial 


auctions. A more restrictive commercial bank credit 
policy enforced in July was also a factor in the continua- 
tion of the decline. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., November 12, 1956. 


Europe 


U.K. Monetary Policy 


Speaking to the British National Committee of the 
International Chamber of Commerce, Dr. Per Jacobsson, 
the newly appointed Managing Director of the Interna- 
tional Monetary Fund, said that the credit squeeze is 
exactly what the United Kingdom needs. There is still a 
vast amount of excess money in the U.K. economic system. 
Other countries have gotten rid of their war surplus 
money by more or less violent means. The United King- 
dom has taken the strain in successive currency crises. 
But each crisis has squeezed more money out of the 
system and in the end the United Kingdom might get 
rid of the excess altogether. The country would then 
rapidly recover from its present strains. Dr. Jacobsson 
argued against the view that the restrictive monetary 
policy now being applied might relieve the immediate 
pressure but would damage the chances of industrial 
progress through capital investment. If the Government 
relaxed the monetary grip too soon, the revival of indus- 
trial investment would be short-lived, for before long 
the balance of payments would go wrong again and 


sterling would weaken. “Without firm confidence in the 





158 


currency there will be no steady purposeful growth of 


industrial capital investment.” 


Source: The Manchester Guardian, Manchester, Eng- 
land, November 5, 1956. 


Sales of U.K. Securities by Scandinavian Residents 


The Bank of England has taken steps to check a ster- 
ling leak through the sale of securities in the United 
Kingdom by 


the “Uniscan” arrangements. introduced in 1951, holders 


residents of Scandinavian countries. By 


of sterling securities in these countries were permitted 
to sell them in the United Kingdom and to repatriate the 
It has 


recently been possible for Scandinavian residents to 


proceeds in the form of transferable sterling. 


purchase U.K. securities with security sterling purchased 
at about $2.60 and then switch into transferable sterling 
at around $2.76. As from October 24, sales of securities 
by residents of Scandinavian countries will be effected 
only with specific permission of the Bank of England. 
which may be granted after the Bank has been given 
details of the ownership of the securities to be sold and 
the date on which they were acquired. The change is not 
intended to prevent genuine sales of securities by these 


residents, but only to prevent abuses. 


Soure e: The Time s. London. England. Orv tober 24. 1956. 


Price and Wage Policy in Belgium 


Prices in Belgium have shown a moderate upward 
trend since the second half of 1955. The cost of living 
in September was 3 per cent above the level of Sep- 


tember 1955, while wages rose much more substantially 

A government decree issued in February 1956 required 
a ten-day notice to be given to the Ministry of Economic 
Affairs before any increase in prices of a large number 
of goods could become effective. In May the Government 
sounded a warning against the consequences for Bel- 


gium’s further 


competitive position of price/cost 
increases, slowed down its public works program, and 
reduced compensatory turnover taxes on certain imports 
(see this News Survey, Vol. VIII, p. 367). 


continued to rise in recent months, the Government on 


As prices 


October 19 took the following measures to restore and 
maintain price stability. 


(1) A virtual price freeze was put into effect. Noti- 
fication of all intended price increases is to be given 20 
days in advance, and the Government has let it be known 
that generally no permission to increase prices will be 
granted, 

(2) Indirect taxes on a number of consumer goods 
(sugar, tobacco, textiles, etc.) are to be reduced, and 


prices of these goods are to be reduced accordingly. 


(3) Government expenditure will be reduced as com- 


pensation for the reduction in income resulting from the 
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cuts in indirect taxes (it is estimated that the cuts will 
amount to about BF 0.5 billion in 1956 and BF 1 billion 
in 1957). 

(4) The retail prices of meat and of coal for domestic 
purposes have been fixed by the Government. Coal sup- 
plies are expected to meet requirements, with the help 
of purchases of some 1 million tons of U.S. surplus coal 
before the end of 1956. 


Antwerp is more expensive than domestic coal, arrange- 


Since U.S. coal delivered in 


ments have been worked out between the Government 
and a group of large industrial concerns whereby the 
difference in price will be borne by industry and not by 
private consumers. 

(5) The Government will ask parliamentary approval 
for a special levy of 10 per cent to be introduced on 
profits exceeding BF 500,000 in the years 1955 and 1956. 
Proceeds of this levy will be kept in a special blocked 
account with the National Bank, to be used as a “business 
cycle reserve.” 

(6) The ceiling on individual savings accounts at the 
Caisse Générale d'Epargne et de Retraite will be increased 
in order to stimulate savings. Measures to reduce tax 
evasion are also being worked out. 

The Government hopes that it will be helped by these 


measures in its opposition to new wage demands now 
being made. 


Source: La Libre Belgique, Brussels, Belgium, Octo- 
ber 19, 1956. 


Retail Trade Between Sweden and Denmark 


In view of the continuously increasing demand from 
travelers from southern Sweden for foodstuffs (partic- 
ularly butter and margarine) and certain services which 
can be purchased more cheaply in Denmark, Swedish 
retailers are seeking protection either through a relaxa- 
tion of import restrictions which would make it possible 
for them to import at lower prices, or through more 
stringent limitations upon the travel of Swedish visitors 
to Denmark. It is estimated that retail grocers in Sweden 
have lost business to the value of SKr 90 million as a 
result of Danish competition. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 


tober 14, 1956. 


German Open Market Policy 


The Bank deutscher Lander has recently requested that 
the upper limit of those equalization claims which can be 
exchanged against open market paper be increased to 
DM 3 billion. In the summer of 1955, the Federal Min- 
istry of Finance had agreed to accept equalization claims 
held by the Bank up to a limit of DM 2 billion; in return, 
the Ministry of Finance issued treasury bonds that 
enabled the Bank to carry out open market operations. 
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This agreement was renewed in 1956, to remain in force 
until the spring of 1957. The Bank has applied for an 
extension since the operational volume at the disposal 
of the monetary authorities has been almost exhausted; 
by the end of October, the total of open market paper 
outstanding had reached DM 1.81 billion. It is assumed 
that the Ministry of Finance will consent to the further 
exchange of equalization claims against open market 
paper, as the Bank deutscher Lander could otherwise be 
forced to adopt more stringent restrictive measures. 
Also, the draft of the new Federal Central Bank Law 
provides for an operational open market volume of 
DM 4 billion, which may be increased to DM 9 billion. 
Sources: Frankfurter Allgemeine Zeitung, October 30, 
1956, and Der Volkswirt, November 3, 1956, 
Frankfurt am Main, Germany. 


West German External Bonds 


It is understood that part of the DM 70 million which 
in the West German budget has been earmarked for 
support purchases abroad of foreign currency bonds will 
also be used for purchases of such bonds in West Ger- 
many. This means that the discrepancy now existing 
between the prices quoted abroad and those quoted in 
West Germany will gradually be eliminated. At present. 
the prices quoted for West German foreign currency 
bonds in Zurich are 3-15 per cent higher than quotations 
in Frankfurt. The Bank deutscher Lander is understood 
to have set aside its original objections to support pur- 
chases within Germany, now that the prices on foreign 
stock exchanges have become settled. West German 
banks, which originally proposed that support purchases 
be extended to German stock exchanges, consider that 
purchases by the authorities in West Germany will stimu- 
late purchases by banks abroad, so that the price level 
abroad will not necessarily be adversely affected by a 
revision of the price-support technique. 

Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, October 24, 1956. 


Greek Public Finances 


On October 20 the Greek Minister of Public Finance 
submitted to Parliament a new budget for the prolonged 
current fiscal year, i.e., for the period July 1955-Decem- 
ber 1956 (see this News Survey, Vol. IX, p. 11). Total 
revenue is set at Dr 17,227 million and total expenditure 
at Dr 20,325 million, leaving a deficit of Dr 3,098 million. 


After the inclusion in revenue of U.S. aid counterpart 
funds of Dr 1,800 million and borrowing from deposits 
of legal entities of Dr 400 million, there remains a 
deficit of Dr 898 million. 


expects that actual utilization of budgetary appropria- 


However, the Government 


tions will be Dr 898 million less than the estimates and 
that the final accounts will therefore be balanced. 
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Over-all realized revenue in the 12-month fiscal year 
1955-56 (July 1955-June 1956) was 2.4 per cent below 
the original budget estimate and 7.9 per cent above 
revenue realized in 1954-55. As a result of the initial 
effects of the new unified progressive income tax on 
1955, the yield 


of recurring direct taxes in 1955-56 was less than both 


personal incomes, introduced on July 1, 


the original budget estimate and the actual yield in 
1954-55. 


in 1955-56 seems to have met original budget estimates, 


On the other hand. revenue from indirect taxes 


thus exceeding actual revenue in 1954-55 by some 23 per 
cent. Between 1954-55 and 1955-56, customs duties and 
related consumption taxes were increased by Dr 817 
million, or 44 per cent, as a consequence of higher tariff 
and other tax rates and also higher imports. Current 
expenditure during 1955-56 was 5.7 per cent less than the 
original estimate and 9.9 per cent more. than actual 
1954-55. 


1955-56 was some 30 per cent below the original estimate 


expenditure in Investment 


expenditure in 
and approximately 26 per cent less than actual invest- 
ment expenditure in the preceding fiscal year. 

The fiscal measures recently introduced to balance the 
budget have included the curtailment of current expendi- 
tures by Dr 531 million per year, or some 5 per cent of 
current expenditure in 1955-56, and certain measures to 
increase revenue by an estimated Dr 220 million annually, 
or approximately 2 per cent of total revenue in 1955-56. 
\ nonrecurring 20 per cent contribution on the income 
tax, which had become effective on July 1, 1955, was 
allowed to expire, as originally scheduled, on June 30, 
1956, but a similar 8 per cent contribution was imposed 


as of July . 


devastated by earthquakes. Further action has also been 


1956, to finance construction in areas 


taken to eliminate tax evasion. 


Source: Oikonomikos Tahidromos, Athens, Greece, Oc- 
tober 25, 1956. 


Far East 


India’s Sterling Balances 


The Government of India has stated that the Indian- 
U.K. sterling balances agreement of July 30, 1953, which 
will expire on June 30, 1957, will not be renewed. The 
purpose of the agreement was to regulate the rate of 
utilization of India’s sterling balances that had been 
accumulated during World War II, so as to ensure that 
drawings were not effected on so large a scale over short 
periods as to impose a serious strain on the U.K. econ- 
omy. To date, India has not utilized its drawing rights 
to the full extent authorized under the agreement. 

The termination of the agreement will not affect India’s 
right and competence to draw upon its sterling balances. 
Nor will it affect current Indian policy in regard to the 
treatment of remittances and savings and the voluntary 
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repatriation of capital by U.K. citizens, since it is the 
intention of the Indian authorities to continue their 
present policy in this respect. 

Sources: The Financial Times, London, England, Oc- 
tober 31, 1956; Embassy of India, /ndiagram, 


Washington. D.C.. November 5, 1956. 


Thai-Japanese Shirt Manufacturing Company 


Negotiations are under way for the establishment in 
Bangkok of a joint Thai-Japanese shirt manufacturing 
company. The capital is expected to be 1.5 million baht. 
Under the present plan, the Kanegafuchi Cotton Spinning 
Company and the Nichimen Jitsugyo Company of Japan 
and Thailand’s Siam Products Development Company 
hope to start a plant that will at first manufacture 1,000 
dozen shirts a month and, after half a year, 1,500 dozen 
a month. Kanegafuchi will put up 50 per cent of the 
capital and the other two companies 25 per cent each. 
Reasons for the joint venture are that, since Thailand's 
import duty on each shirt has been raised from 1 baht 
to 7 baht. domestic products can compete with shirts 
made in Hong Kong, which currently are being imported 


at a rate of 7.000 dozen monthly. Furthermore, the 
joint company to be established will receive favorable 


tax treatment and will be allowed to remit profits. 


Source: Far Eastern Economic Review, Hong Kong, 
September 27, 1956. 


Government Budget of Viet-Nam 


The provisional budget of the Government of Viet-Nam 
for the fiscal year 1956 provides for both total expendi- 
tures and total receipts at 13.63 billion piastres. The 
estimate for receipts is 3.4 billion piastres less than the 
1955 figure. It is estimated that U.S. aid will fall from 
10.8 billion piastres in 1955 to 6.25 billion in 1956; 
ordinary receipts, however, are expected to rise to 6.19 
billion piastres, an increase of 14 per cent over last year. 

The total expenditures for 1956 can be classified into 
four groups: (1) Expenditures for security will absorb 
7.60 billion piastres, or 56 per cent of total expenditures; 
6.97 billion piastres will be for national defense and 0.63 
billion for internal security. (2) Administrative expen- 
ditures for the National Assembly, the President’s Office, 
Information, Justice, Ministry of Finance, Diplomatic 
Relations, etc., will amount to 2.82 billion piastres, or 
21 per cent of the total. (3) Expenditures for social wel- 
fare and economic development (agriculture, industry, 
commerce, public health, education, public works, etc.) 
will be of the order of 2.06 billion piastres, or 15 per cent 
of the budget. (4) The remaining 1.15 billion piastres 
will cover miscellaneous expenditures. 

Source: Banque Nationale du Viet-Nam, Bulletin Econo- 


mique, Saigon, Viet-Nam, September 15, 1956. 
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Taiwan-Ryukyus Trade Agreement 


The Chinese Government in Taiwan has concluded a 
five-point agreement with the Ryukyuan trade mission, 
under which Taiwan will export tobacco, wine, rice, tea, 
coal, textiles, and miscellaneous goods in exchange for 
railroad ties, iron scrap, and marine products from 
U.S.-administered Okinawa. It is expected that this 
agreement may increase trade between Taiwan and the 
Ryukyu Islands to US$6 million a year. In the past, 


such trade has amounted to only US$0.3 million a year. 


Source: Chinese News Service. Press Release. New York, 


N.Y., October 16, 1956. 


Japanese Foreign Trade 


Reports of the Ministry of Finance show that Japanese 
exports during the first half of the current fiscal year 
(April-September 1956) amounted to $1,220 million, an 
increase of $248 million over the corresponding period 
of the previous year. Imports during this period were 
$1,632 million, an increase of $397 million. 


The sharpest increase in exports was in textiles, sales 
of which almost doubled. Exports of metals and metallic 
products declined by 7 per cent. Imports of metal ores 
increased by over 200 per cent, but those of foodstuffs 
and beverages declined by 19 per cent. 


Source: The Japan Times, Tokyo, Japan, October 9, 
1956. 


Japanese Imports of Soybeans 


In the exchange budget for the second half of the 
current fiscal year (October 1956-March 1957), Japan 
has programmed the import of 16 million bushels of 
soybeans. The exchange allocation in the budget of the 
corresponding period of the previous fiscal year was for 
12.3 million bushels. Actual imports between January 
and August 1956 were 21.2 million bushels, of which 
15.4 million came from the United States and 5.4 million 
from Mainland China. Total imports during the calendar 
year 1956 are now expected to be close to the 1955 record 
of 29.6 million bushels. 


been estimated at 16.1 million bushels, or 14 per cent 


Domestic output in 1956 has 


less than in 1955. The 10 per cent import duty, waived 
in previous years, has been reimposed, effective Octo- 
ber 1. It has been reported that this has already resulted 
in a slight price increase in soybean products in Japan, 
but the trade does not ‘believe that either demand or 
imports will be materially affected by the increase. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., November 5, 1956. 
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United States and Canada 
U.S. Tariff on Lighter Flints 


A recommendation to raise U.S. duties on imports of 
lighter flints, which was made in December 1955 by the 
Tariff Commission, was rejected on November 13 by 
President Eisenhower. In making known his decision, 
the President stated that “it is the firm policy of the 
United States to seek continuously expanding levels of 
world trade and investment.” He pointed out that, in 
the present case, sound evidence and reason are lacking 
to support a departure from that policy, for “there is a 
very serious question that increased imports are con- 
tributing substantially toward causing or threatening 
serious injury” to the domestic industry. 

The Tariff Commission had recommended that the 
escape clause of the Trade Agreements Extension Act be 
invoked to cancel the 1948 trade concession, which re- 
duced by 50 per cent the duty on imports of lighter flints. 
The President had deferred decision, pending an investi- 
gation of the competitive situation in the domestic flint in- 
dustry. The President notes that the difficulties experi- 
enced by domestic producers appear to be the result of a 
decline of almost 40 per cent in domestic consumption of 
flints and a 90 per cent decrease in U.S. flint exports. 
While imports have increased since the Commission filed 
its report, they still represent a relatively small portion of 
domestic consumption. 

Source: The Journal of Commerce, New York, N.Y., 
November 14, 1956. 


U.S. Corporation Profits 


According to a tabulation of 572 industrial companies 
and 122 railroads and public utilities, net income after 
taxes of large corporations in the United States in the 
third quarter of 1956 was 15 per cent less than in the 
second quarter, but the total for the first nine months 
of the year was about | per cent above the total for the 
corresponding period of 1955. The third-quarter decline 
was not general, since profits of more than half of the 
individual companies increased. Even among the latter 
group, however, net income generally increased less than 
sales, indicating that total costs were rising faster than 
sales and that profit margins were being squeezed. 

Among the more important reasons for the third- 
quarter decline in net income were the steel strike and 
a forced curtailment of output in automobile, farm 
machinery, and electrical appliance industries in order 


to help reduce large inventories of finished goods. Rising 


labor and material costs affected industry generally, and 


in building lines the slowing of the residential housing 
boom reduced the demand for building materials. Manu- 
facturers attempted to advance prices in the face of 


rising costs, but such advances tended to lag behind and 

were not always competitively possible. 

Source: First National City Bank of New York, Monthly 
Letter on Business and Economic Conditions, 


New York. N.Y., November 1956. 


U.S. Consumer Credit 


Consumer credit in the United States, which increased 
by $347 million in August, rose by only $63 million in 
September, the smallest increase in any month since 
February. Automobile financing in September increased 
by only $3 million, whereas in August it had risen by 
$149 million. The Federal Reserve Board’s revised con- 
sumer credit statistics put total installment debt out- 
standing at the end of September at $30.7 billion, an 
increase of $3 billion over a year earlier. 

Source: The Wall Street Journal, New York, N.Y.. 
November 2, 1956. 


U.S. Gross National Product 


U.S. gross national product reached an annual rate 
of $413.8 billion in the third quarter—$800 million 
higher than the previously reported unofficial figure (see 
this News Survey, Vol. 1X, p. 139). Comparisons with 
earlier quarters show that the figure was $5.5 billion 
greater than in the second quarter of this year, and $17 
billion above the third quarter of 1955. Government 
purchases of goods and services exceeded those in the 
second quarter of this year by $1.5 billion, while per- 
sonal consumption expenditures increased by $3.1 billion. 
Gross private domestic investment rose by $400 million. 
Expenditures on producers’ durable equipment, which 
rose by $2 billion, were offset in part by the $1.5 billion 
decrease in business inventory in the third quarter. New 
construction was unchanged from the second quarter, at 
an annual rate of $33.6 billion. 

Personal income in the third quarter increased to a 
$327 billion annual rate, compared with $323 billion in 
the preceding quarter and $310 billion in the third 
quarter of last year; all types of income, except rental 
income, contributed to the rise. Private industry pay- 
rolls were at an annual rate of $188.5 billion, $2 billion 
higher than in the second quarter; most of the increase 
was in the nonmanufacturing industries. Government 
wages and salaries increased by about $500 million, to 
an annual rate of $38 billion. 


Source: The Journal of Commerce, New York, N.Y.. 
November 13, 1956. 


Canadian Trade 


For the first nine months of 1956, Canadian imports 
were Can$4,24 million, or 24 per cent more than in 
1955, and exports were $3,571 million, a gain of 12 per 


cent. The cumulative deficit was thus $673 million for 
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the period, against $229 million in 1955. In September, 
the upward trend in import and export values showed 
signs of moderating, imports being only 6.4 per cent 
above the September 1955 figure and exports no more 
the deficit of $31 million for 
the month (against $25 million a year earlier) was 


than 5.1 per cent higher; 


smaller than in any previous month this year. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, November 1, 1956. 


Latin America 
Economic Trends in Mexico 


According to estimates published by Nacional Finan- 
ciera in mid-October, Mexico’s gross national product 
increased by 10 per cent in the first nine months of 1956. 
The annual rate of growth in the third quarter of the 
year was 14 per cent greater than in 1955. In real terms 
the expansion for the year as a whole is expected to be 
7-8 per cent. The wholesale price index in August was 
only 0.4 per cent higher than at the beginning of the 
year, and there was no increase in prices in September. 
The index of food prices in Mexico City in September 
was 124.4 (1954=100), 1.5 per cent less than in January 
1956. 

Source: Banco Nacional de Comercio Exterior, 
Comercio Exterior de México, Mexico, D. 
November 1956. 


Improvement in Guatemalan Economic Conditions 


A good coffee harvest at satisfactory prices helped to 
encourage business in general in Guatemala during the 
third quarter of 1956. Weather conditions were favorable 
for the 1956-57 crop, and it was estimated that the export- 
able production of coffee would exceed the 1955-56 figure 
by about 10 per cent. Other encouraging factors were the 
issuance of petroleum exploration permits and prospects 
for better credit facilities. Wholesale and retail trade in 
the quarter was substantially above the usual rainy season 
level. Price rises seemed to be halted, except for rents, 
real estate, and personal services. With the exception of 
rice, food crops were reported to be well above those 
for 1955-56. 

To assist the Government in carrying out its large high- 
way and telephone construction program, the 1956-57 
fiscal budget was increased by $9.3 million. Revenues for 
these projects were raised recently from internal bond 
issues. Highway construction proceeded rapidly during 
the quarter, aided by dry weather, and the electric power 
supply improved with the acquisition of diesel units. 
Source: Department of Commerce, Foreign Commerce 

Weekly, Washington, D. C., November 5, 1956. 


Bank Reserve Requirements in Peru 


Measures proposed last September by the Central Bank 
of Peru, to increase bank reserve requirements and to 


unify marginal reserve requirements (see this News Sur- 
vey, Vol. IX, p. 140), became effective as of October 22, 
under a regulation of the Superintendency of Banks. The 
measures were taken as part of an over-all tightening of 
monetary policies in a move designed to restrain an ex- 
cessive credit expansion by the commercial banks. 


Source: Banco Continental, News Letter, Lima, Peru, 
November 2, 1956. 


Relief Measures for Peruvian Textile Industry 


The financial difficulties of the Peruvian textile indus- 
try resulting from the massive wage increases decreed in 
May of this year (see this News Survey, Vol. VIII, p. 380) 
have prompted the Peruvian Government to adopt a series 
of measures involving tax relief and an increase in pro- 
tection against foreign competition. 

An additional 20 per cent ad valorem import duty is 
to be levied on the f.o.b. value of 29 customs items cov- 
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ering woolen and cotton textiles, of which imports in 
1955 amounted to a c.i.f. value (20 per cent higher than 
f.o.b. value) of S/. 86 million (about US$4.5 million). 
The largest suppliers of these imports were the United 
States and the United Kingdom. The new ad valorem 
surcharges will go into effect on November 25, 1956 and 
will remain in force until December 31, 1957. 


Import duties were lifted on 21 customs items, covering 
raw materials, chemical products, and machinery spare 
parts for use by the textile industry (excluding the con- 
sular customs tax of 6,667 per cent and a 2 per cent 
ad valorem tax). Imports of machinery, equipment, and 
spare parts for the textile industry last year amounted to 
the approximate dollar equivalent of $3 million, and the 
raw materials and chemical items affected by the exemp- 
tion of import duties amounted to the dollar equivalent 
of about $4 million. The main suppliers of these imports 
were the United States, the United Kingdom, Switzerland, 
West Germany, and France. 


Tax relief was also provided by raising the rate of 
depreciation for installations and equipment from 15 per 
cent to 20 per cent for a period of two years, to apply, 
however, only to machinery and equipment imported 
before January 1, 1952. 


A commission was appointed by the Government to 
make a complete study of the textile industry, in order 
to make suggestions as to future legislation pertaining 
to the industry. 

Source: Banco Continental, News Letter, Lima, Peru, 
October 31, 1956. 


Changes in Uruguayan Export Rates 


Uruguay’s Council of Government is reported to have 
provided on October 23 for an effective exchange rate of 
Ur$2.81 per U.S. dollar for exports of frozen dressed 
beef. This rate is to remain in effect through December 31, 
1956. 

It is also reported that various new export rates for 
industrial and processed items have been announced. The 
principal new effective rates in terms of Uruguayan pesos 
per U.S. dollar are Ur$3.550 for hides, Ur$2.035 for 
scoured wool, Ur$3.016 for woolen textiles, and Ur$2.319 
for wool tops. These rates are calculated on the basis of 
the present certificate rate of Ur$4.10 per U.S. dollar. 
For most items, the effective rate is obtained by a mixing 
of export proceeds sold at the official rate of Ur$1.509 
and of proceeds sold at the certificate rate. For a few 
items, the mixture also includes a portion of export 
proceeds sold at a third rate. If the raw material com- 
ponent is imported, this third rate is Ur$2.10 per U.S. 
dollar; otherwise, it is Ur$3.80. 


Source: El Bien Publico (Weekly Airmail Edition), 
Montevideo, Uruguay, October 30, 1956. 


Other Countries 
Australian Trade 


Australia had a trade surplus of £A 41.5 million in 
October, in contrast to a deficit of £A 800,000 in the cor- 
responding month of 1955. The improvement was due 
mainly to a sharp rise in the value of exports, from 
£A 67.5 million in October 1955 to £A 98.8 million in 
October 1956, an increase of 46 per cent. Imports fell by 
16 per cent, from £A 68.3 million in October last year to 
£A 57.3 million last month. 

For the four months ended October, there was a favor- 
able trade balance of £A 39.5 million, compared with a 
deficit of £A 40.8 million in the same period of last year. 
Imports fell to £A 247.5 million, from £A 276.6 million 
in the corresponding period of last year, while exports 
increased to £A 287 million, from £A 235.8 million. 


Source: The Financial Times, London, England, Novem- 
ber 7, 1956. 


Australian Wool Prices 


Although wool prices in Australia receded during 
October from the peak reached in September, they were 
well above those realized at any time during the previous 
season. The average price per pound for greasy wool sold 
in July-September 1956 was 73.85 Australian pence, com- 
pared with 55.85 pence in July-September 1955. 
Source: Bank of New South Wales, Review (Wool 

Notes), Sydney, Australia, October 25, 1956. 


South African Wool Clip 


The South African wool clip of the 1956-57 season 

is estimated at 294 million pounds, exclusive of karakul 
and skin wool; this compares with 282.7 million pounds 
in 1955-56. Earlier estimates had put the total wool clip, 
i.e., including karakul and skin wool, at 320 million 
pounds for 1956-57, against 313 million pounds for 
1955-56. Both estimates for 1956-57 indicate a new high 
figure for South Africa’s wool output. 
The Standard Bank of South Africa Limited, 
The Standard Bank Review, September 1956, 
and The Financial Times, October 31, 1956, 
London, England. 


Sourt es: 


Bank of Rhodesia and Nyasaland 


During its first four months of operations, the Bank of 
Rhodesia and Nyasaland took over the assets and liabili- 
ties of the former Central Africa Currency Board, but it 
was not yet in a position to undertake all the duties allotted 
to it. The holdings of sterling securities had been reduced 
from £18,016,000, reported in the final balance sheet of 
the Currency Board on March 31, 1956, to £14,777,000 
on July 13, while British Treasury bill holdings increased 


from £2,560,000 to £8,220,000. Since a central bank 
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should maintain a more liquid position than is normally 
required for a currency board, it is expected that as 
opportunities arise the Bank’s holdings of long-dated 
securities will be reduced further. Its public liabilities are 
at present fully covered by its sterling holdings, but, as 
its local operations expand, the percentage of assets held 
in London is expected to fall progressively. It is not 
anticipated that the Bank will acquire any gold in the 
foreseeable future. 


When the Bank is in a position to undertake general 


banking duties, the commercial banks may find it con- 
venient to make greater use of their accounts with the 
Bank, for example, in clearing settlements which are at 
present effected through London. The Bank does not 
propose to call upon the commercial banks before next 
year to deposit the statutory reserves required of them. 

The Bank will not be able to offer full banking services 
to the Federal and Southern Rhodesian Governments 
until its new building is completed, and the opening of 
accounts by the Northern Rhodesian and Nyasaland 
Governments must await the establishment of branches in 
the northern territories, which is unlikely for some years. 
In regard to exchange control, a Notice of the Federal 
Government on September 28, 1956 announced that the 
Government of the Federation has delegated to the Bank 
the administration of exchange control. 

There are no statutory or well-established customary 
liquidity ratios in the Federation. This is a matter which 
will receive attention when a comprehensive Banking Act 
is considered. Since the Bank will not be in a position to 
offer discount or advance facilities until next year, it 
does not propose to quote a bank rate until then. 

The relations between the Bank and the commercial 

banks are excellent, and the latter willingly agreed to a 
request from the central bank for greater care and selec- 
tiveness in granting credit, as part of a combined attack 
on the forces of inflation which are apparent in the Fed- 
eration, and which will inevitably be intensified as work 
proceeds on the Kariba hydroelectric project. 
Sources: The South African Bankers’ Journal, Cape 
Town, Union of South Africa, September 1956; 
Supplement to Federal Government Gazette, Sal- 
isbury, Federation of Rhodesia and Nyasaland, 
September 28, 1956. 


Development Finance in Jamaica 


The Government of Jamaica has decided to set up a 
Development Finance Corporation and to create an Ex- 


ternal Finance Division in the Ministry of Finance. The 


Corporation will act as a financial clearinghouse for the 


public, semipublic, municipal, and local government proj- 


ects that involve capital expenditure. 


Source: Barclays Bank D.C.O., Overseas Review, Lon- 


don, England, October 1956. 
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Fund Alternate Executive Directors 


The following Alternate Directors of the Fund have 
been appointed by the Executive Directors who were 
elected at the Eleventh Annual Meeting (see this News 
Survey, Vol. IX, p. 116): 

Mr. Prayad Buranasiri, Financial Counsellor of the 
Thai Embassy in Washington, D. C., and formerly Tech- 
nical Assistant to the Permanent Under-Secretary of State, 
Thai Ministry of Finance, has been appointed Alternate 
to Mr. Takeshi Watanabe (Japan). 

Mr. Helvecio Xavier Lopes, General Advisor for the 
Federal Savings Bank, Rio de Janeiro, Brazil, has been 
appointed Alternate to Mr. Octavio Paranagua (Brazil). 

Mr. Julio Gonzalez del Solar, from Guatemala, formerly 
Assistant Director of the Western Hemisphere Depart- 
ment of the International Monetary Fund, has been ap- 
pointed Alternate to Mr. Rodolfo Corominas Segura (Ar- 
gentina). 

Mr. Jouko J. Voutilainen, Economist, Secretariat of the 
Board of Management, Bank of Finland, has been ap- 
pointed Alternate to Mr. Torben Friis (Denmark). 

The following Alternate Directors, who were members 
of the Fund Executive Board at the time of the Eleventh 
Alternate 
Directors on the new Board: Mr. B. B. Callaghan (Aus- 
tralia), Mr. C. P. Caranicas (Greece), Mr. W. Hanemann 
(Federal Republic of Germany), Mr. A. Mansour 
(Egypt), Mr. M. Toussaint (Belgium), Mr. H. M. H. A. 
van der Valk (Netherlands), and Mr. J. H. Warren 


(Canada). 


Annual Meeting, will continue to serve as 


Of the Alternates appointed by the Executive Directors 
who represent the five members of the Fund having the 
largest quotas, the following continue to serve: Mr. J. S. 
Hooker (United States), Mr. R. E. Heasman (United 
Kingdom), Mr. Ching-Yao Hsieh (China), and Mr. P. J. J. 
Pinto (India). Mr. Jean-Maxime Lévéque, Inspector of 
Alternate Director for 
France, as of November 6, 1956, to succeed Mr. Daniel 


Finance, has been appointed 


Dommel. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D. C. 





